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S ince the mid-1970s, energy planning in Pakistan has focused on (1)
reducing the elasticity between economic growth and energy demand and

(2) sharply increasing energy investment to augment domestic sources of supply.
The Sixth Five-Year Plan (1983-1988) allocation for energy was 38 percent of
total public-sector outlays. This represented a 2oo-percent increase over the
achievements of the Fifth Plan. The Seventh Plan period (1988-1993) is contin
uing this trend, with energy-sector investments accounting for nearly 50 percent
of the public investment program in fiscal year (FY) 1989 and 45 percent in FY
1990.

Given the present and projected shortage of energy, the emphasis on shifting
resources towards expanding supply is clearly justified.! However, the large
percentage of a small public investment program is both insufficient and unsus
tainable because of conflicting demands from other sectors.2 In the short run,
reducing the income elasticity of energy demand will be essential to reducing
energy shortages. In this regard it is encouraging that other developing countries
have been successful in loosening the link between growth and energy consump
tion without harmful effects upon growth)

Because of its current budgetary constraints, the Pakistani government must
make sure it is investing in the areas most productive in increasing the supply of
energy. Qearly, increasing the supply of energy will involve not only investing
directly in the energy sector, but also in a number of supportive infrastructural
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undertakings. Given this necessity, the purpose of this paper is to detennine
which supporting areas may have inhibited development of the sector to date.
Have deficient infrastructural facilities caused energy output to lag behind the
needs created by the country's recent growth? If so, what types of infrastructure
are in short supply? What are the implications for government policy? .

Overview

Pakistan possesses a variety of commercial and traditional energy resources for
which there appears to be considerable scope for expansion. Much of the com
mercially viable hydroelectric potential has not as yet been tapped, and the use of
coal for possible thennal power generation has only just begun to be explored.
Considerable reserves of natural gas have already been proven, and prospects are
good for the discovery of additional fields of oil, and especially, of gas.

Pakistan has made rapid strides in expanding its energy sector (table 1). For
example, electricity output grew at a rate of 9.7 percent per annum over the 1980
1987 period. Crude oil production expanded even faster at 22.8 percent over the
same interval. There have also been some marked shifts in the structure of the
energy sector (table 2). It would be useful to survey the specific sources of
energy.4

Power: Pakistan has some 30,000 megawatts (MW) of hydropower potential of
which only 2,897 MW have been developed and nearly 2,000 MW are under
implementation. During the period 1984-1987, themial power increased (table 3)
by 15.8 percent, (up from 6.4 percent during the 1980-1984 period). The
government's Long-Tenn Energy Strategy (LES) calls for the development of
another 8,700 MW by the year 2010. Two projects at Kalabagh and at Basha are
to provide the bulk of the increase (6,000 MW). The delays so far in their
launching and the as yet unresolved domestic and international issues regarding
these two projects may cause a serious shortfall in future hydro supply.

Shortages in hydropower generation have led to more rapid development of
thennal generation capacity. The latter has lower investment costs and shorter
gestation periods yet results in higher operational costs and increased pressure on
the balance of payments, as, at the margin, fuel is imported. In FY 1988, thennal
generation accounted for 57 percent of total power generation, but this is now
expected to increase to 66 percent by, FY 1993. Almost half of thennal genera
tion is oil based due to the failure to expand the use of domestic coal and gas for
thennal generation. Pricing and political and technical issues have hampered
private investment in both coal mining and coal-based power generation, while
gas availabilities have remained below demand levels, with some consumers
benefiting from subsidized prices well below those of comparable energy




































